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THE    COTTON  SITUATION 


Su'Tmary 


The  world  con.sumption  of  raw  cotton,  both  actual  and  adjusted 
for  seasonal  variation,  appears  to  have  shown  some  decline  between 
December  and  January  largely  because  of  reduced  mill  activity  in  a 
number  of  European  countries  and  in  Japan,  accordin,^  to  the  Bureau 
of  Agricultural  Economics.     In  the  United  States,  cotton  consumption 
was  about  the  same  in  January  as  in  December,    There  was  apparently 
little  if  any  significant  increase  in  any  important  fcrei.gn  cotton 
consuming  country  in  January  over  December,  although  in  India  cotton 
consumption  is  reported  to  have  continued  at  new  high  levels. 

During  the  first  6  months  of  the  current  (1937-38)  season, 
3,085,000  bales  of  raw  cotton  vjas  consmiied  in  the  United  States.  This 
is  at  an  annual  rate  of  6,170,000  bales,  or  22  percent  less  than  the 
7,950,000  bales  consumed  last  season.     Eurtheriiiore ,  in  December  and 
'  Jar.uary  the  annual  rate  of  domestic  consumption  was  much  less  than  the 
average  for  the  first  half  of  the  season.    Although  domestic  mill 
activity  apparently  increased  somevmat  during  the  first  3  weeks  of 
February,  a  further  advance  is  necessary  if  domestic  consumption  fo? 
the  year  ended  July  31,  1938,  is  to  exceed  6  million  bales. 

The  annual  rate  of  cotton  mill  consumption  in  foreign  countries 
in  the  first  6  months  of  the  season  was  somewhat  less  than  the  actual 
1936-37  foreign  mill  consumption  of  raw  cotton.    The  rate  during  the 
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past  fevv-  weeks  has  been  materially  less  tlian  the  average  during  the 
6  months,  August  to  January,  and  much  less  than  actual  consumption 
last  season. 

The  supply  situation  has  changed  comparatively  little  during 
the  past  4  or  5  weeks.    Wnile  the  estimated  1957-38  foreign  production 
of  commercial  cotton  has  been  reduced  about  550,000  bales  during  this 
period,  this  is  equal  to  less  than  1  percent  of  the  estimated  -.vorld 
production.     The  recent  passage  of  the  Agricultural  Adjustm.ent  Act  of 
1958,  hovrever ,  indicates  a  somewhat  greater  reduction  in  the  1938 
domiestic  acreage  than  seemed  likely  under  the  earlier  agricultural  adjust 
ment  act.    I'flriile  the  1938  allotment  under  the  new  act  tentatively 
estimated  at  about  26,400,000  acres  is  not  greatly  less  than  the  acreage 
goals  previously  announced,  it  is  generally  agreed  that  the  1958  domestic 
acreage  probably  will  be  considerably  sm^aller  than  would  have  been  the 
case  vdthout  the  new  act. 

The  passage  of  the  new  act  partly  accounts  for  the  substantial 
advance  in  domestic  cotton  prices  following  the  first  week  of  February, 
This  advance,  v^hich  up  to  February  23  araounted  to  3/4  cent  per  pound, 
resulted  in  the  average  price  of  Middling  7/3  inch  cotton  in  the  10 
designated  markets  reaching  9.34  cents  per  pound  on  February  25,  the 
highest  daily  average  since  last  September.- 
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PHICES 

Don^estic  pxices  strong  cl'-y inf:  second  and  third  wQ.eks  of  re"br-uary 

Domestic  prices  of  Ivliddling  7/^  inch  cotton  in  the  10  designated 
markets,  after  rTluctuating  'bet-.veen  g.U5  and  8.67  cents  per  pound  during  the 
h  weeks  ended  Fehroa-ry  5i  advanced  to  S»y4  cents  on  Fehruary  23.     This  was 
the  highest  dailj*-  avers.ge  price  for  these  markets  since  the  latter  part  of 
Septemher  hut  was  3.^7  cents  less  than  on  February  23,  1937. 

The  recent  passage  of  the  Agricultiiral  Adjustmant  Act  of  1938  partly 
accounted  for  the  adv.^cc  in  prices  during  the  second  and  third  weeks  of 
February.     Exerting  presstu-e  on  the  dovmside  was  the  contimied  trnfavorahle 
cotton  textile  situr.tion  hoth  in  the  United  States  and  in  foreign  countries 

Liverpool  prices:    American  cotton  lo_w  In  relation  to  foreign 

The  recent  advance  in  domestic  cotton  prices  was  accoirpanied  hy  some- 
what similar  gains  in  the  price  of  American  cotton  at  Liverpool,  Altho^j^ 
the  Liverpool  price  of  a  numher  of  foreign  grc/rths  also  increased  somewhat 
during  the.  second  and  third  v-'eeks  of  February,  the  advance  v.-as  relatively 
legs  than  the  increase  in  th:j  price  of  American.    As  a  result,  the  price  of 
American  increased  slightly  relative  to  the  price  of  foreign  growths,  hut 
remained  more  favorable  for  consuintDtion  of  American  than  daring  any  of  the 
past  k  years. 

On  Februarj^  Ig  the  average  price  of  three  types  of  Indian  (Oomra, 
Broach,  and  Sind)  averaged  85  percent  of  the  average  price  of  American 
Middling  and  Low  Middling  corj-pared  rith  S5.7  percont  for  the  m.onth  of 
January  and  with  approximately  SO  percent  for  the  1935-3^  3^°-  1936-37 
seasons.    Dm^ing  the  5  years  ended  I932-33  the  price  of  these  foreign 
growths  averaged  76.9  percent  of  the  price  of  American  Middling  and  Low 
Middling.     The  price  of  Egyptian  Uppers  on  February  IS  :vas  25  percent  highe 
than  the  price  of  Am.erican  Middling  7/8  inch,  whereas  d'jring  193^37  tJppers 
averaged  only  I9  percent  above  American  Middling  and  in  the  5  years  ended 
1932-33  averaged  I7.6  percent  above.     (Fjr  other  comparisons,   see  table  at 
ehd  of  this  report.) 

DEivLAJID  AIID  COIJSUI^E^ION 

UNITED  STATES;     Textile  situation  unfavorable  despite  m.ainte nance 
of  retail  sales 

The  domestic  cotton  textile  situation  continued  very  unfavorable  dur- 
ing January  arid  the  first  3  weeks  of  February.     On  the  whole,  man-ofacturer ' 
sales  of  cotton  textiles  apparently  continued  materially  below  the  restric- 
ted output,  despite  the  substantial  volume  of  orders  booked  during  the 
second  \7eek  of  Janiiary  and  the  third  week  of  Fobroary.     Trade  reports, 
however,   indicate  that  retail  sales  of  cotton  textiles  are  continuing  much 
above  the  reduced  production  of  such  goods  and  that  supplies  in  channels 
of  distribution  are  being  reduced  materially.    This  has  been  a  favorable 
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factor  in  the  situation.     If  it  is  true,  as  reported,  that  in  a  numher  of 
localities  stocks  of  cotton  goods  are  now  at  low  levels,  any  significant 
improvement  in  the  general  business  situation  might.  res^xLt  in  a  very  material 
increase  in  manufact-urers '  sales  and  output  of  cotton  textiles.     Without  a 
substantial  increase  in  sales  and  production  "by  manufacturers  within  the  near 
future,  domestic  mill  consmrrotion  during  the  12  months  ended  July  31,  1938 
prohahly  will  not  exceed  6  million  hales  and  might  easily  total  less  than 
this  amount.     Domestic  consuinption  totaled  7.950,000  hales  in  193d-37  . 
6,350,000  in  1935-36,  and  5,360, 000  hales  in  193^35- 

During  the  first  half  of  the  current  season  (August  1  to  .January  3I), 
domestic  mills  consumed  a  total  of  3,085,000  hales  or  at  an  annual  rate  of 
6,170,000  hales.     Consumption  of  American  cotton  totaled  3,00^4,000  Dales  . 
during  this  6-month  period  which  if  eq-oaled  in  the  6  months  from  Tehruary 
through  July  would  give  a  total  of  6  million  hales  for  the  1937-38  season. 
In  Jan^aary  and  the  first  3  weeks  of  lehruary,  however,  the  arinual  rate  of 
domes.tic  cotton  consumption  when  adjusted  for  seasonal  was  materially  helew 
the  average  for  the  first  6  months  of  the  season. 

In  January  the  index  of  domestic  cotton  consumption  adjusted  for 
seasonal  variation  was  ahout  the  same  as  in  Decemher,  as  was  actual  cons^amp- 
tion.     However,  the  weekly  index  of  domestic  cotton  mill  activity  released 
hy  the  New  York  Times  indicates  that  during  the  first  3  weeks  of  February 
domestic  cotton  consuii5)tion  adjusted  for  seasonal  averaged  somewhat  higher 
thaxi  in  Decemher  and  January,  hut  much  helow  the  Aug^ast- January  average. 

'EUROPE:  1/  Depressed  situa.tion  result  of  number  of  factors 

Tne  European  cotton  textile  situation  continued  depressed  during 
January  and  the  first  half  of  Eeoruary.     A  reduced  volume  of  new  orders  and 
restricted  mill  activity  were  reported  from  a  numher  of  countries,  including 
the  United  Kingdom,  Erance,  Eelgi^om,  and  the  Danuhe  area.     Textile  sales 
and  mill  activity  in  Germany  continued  rather  high,  within_the  limits  01  the 
improved  raw  material  supply  situation;  much  of  this  activity  is  hased, 
however,  as  in  Italy,  on  substitute  raw  materials.     In  Italy,  declining  ex- 
port demand  is  causing  some  apprehension. 

The  recession  in  the  European  cotton  industries  during  recent  months  _ 
is  attributed  to  the  general  economic  situation  and  other  worldwide  -ancertai: 
ties.     An  improvement,   or  prospects  for  an  improvement,   in  general  business 
conditions  dirring  the  next  few  weeks  would  probably  result  in. an  immediate 
favorable  reaction  upon  the  cotton  industry. 

United  Kingdom.-    During  the  second  half  of  January  and  the  first 
part  of  Eebr-oary,  -anfavorable  factors  dominated  the  Lancashire  cotton 
situation.     Cotton  consumption  has  declined  considerably  as  a  result  of  a 
recession  in  general  business  conditions  and  the  smaller  exports  and  ex- 
port orders  for  cotton  textiles.    British  mills  were  considerably  less 
active  than  in  January  and  Eebruary  last  year. 

Ij'  Based  largely  upon  a  report  from  the  Office  of  the  Agricult-ural  Attache, 
Berlin,  dated  Eebru^Liy  3  and  supplemented  by  cable  on  Eebruar;/  12. 
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Many  l:):5ns  were  stopped  "b-  tae  sl:>rinkrv"e  Df  Drder  iistc,    Tireii-^n  in- 
quirv  f^v  pieGe-^^o :> ds ,  espocialj-y  fr^Ti  Inlip,  "bDadened  s^r^emwit  in  Jr>jiuary 
with  firmer  raw  pricee  r^rA  lessened  intcr^rt  in  Japriner-e  .;"pjds,  "but  in  Dther 
quarters  stoclcs  .)f  :;p:)ds  "bDH-nt  at  hir:hor  prices  were  an  inpodinent  to  new 
"bun  in  en  3.     Sorae  ■spinnin:-:  nills  v/ere  Gt:)pped  durine*  Januriry,  f.?r  p  \;oek:  at  a 
tire,  while  Dtherr  w:)rk:ed  :>n  a  sb.Drt-tine  banis;  nd-i  rir^  rills  "^f  the 
Ijancaj^hire  Cstton  Cj rr::) ration  were  closed  durintj  the.  last  week  of  the  month. 
Press  rex^orts  state  that  in  a  reotin"  1. eld  Jriruary  3I  npinners  of  certain  t^rpes 
of  yarns  a  ■;^reed  to  curt;vil  their  output  ^0  percent  durin^";  Fe'')ruary  to  avoid 
further  accuir-'alation  of  y3.n\  stocks. 

iir.erican  cotb:'n  contiiiuGd  t:)  nrintain  a  rc^latively  favorahle  pjrition 
on  tne  British  market.     Imports  of  AmeriCiJi  fr?m  the  first  of  the  season  to 
January  23  were  52  percent  hif.^her  thpn  a  year  aj;o  ,  i-hile  imports  of  E-'^ptian 
wore  23  percent  less,  Brpzilian  3^  percent  less,  and  Indian  5^  percent  less. 
Stocks  of  American  cotton  in  British  ports  3n  Ja.nuary  2S  were  crinsiderably 
higher  then  at  any  time  durin.-':  the  i^ast  5  years,  while  stocks  of  S-^j'ptian, 
Indijij;  and  Brazilia,n  were  les^?  than  a.  year  e^irlier.    The  accunulation  of  port 
stocks  0  f  American  cott)n  in  Gre  .-.t  Britain  should  he  fa,vora"ble  to  a  relatively 
larse  share  of  Americen  in  total  '::'ill  c.^ nstimption.     There  have  oeen  some  com- 
plaints, hovYever,  concerning  the  quality,-  jf  American  c?tt)n  -  excessi-"'e 
moisture  ontont  -  and  it  is  srid  that  r.;uc:\  ')f  the  imported  cotton  has  n:)t 
yet  "been  reso  Id, 

Germany,-    Tlio  raw  material  supply  situation  in  the  G-erman  cotton  spinning 
mills  appears  to  Ix^v.^  sho'^n  f'ortiier  imy.'r  )yement  -^urin  7  tne  past  few  weeks. 
Retail  sales  of  cotton  textHec,  }:.Dw,.v-jr,   continued  hi  ;h,  with  Hovember  values 
21  percent  above  a  year  earlier  ai'id  ^5  percent  above  N.^vember  1933»  therefore 
largely  offset  the  effects  of  the  increased  raw  material  supply.    ?rom  Aup^st 
tarourh  Decemoer  net  imports  of  --,11  cotton  spinnin/5  materials  into  Germany 
totaled  36U, 640,000  pounds  compared  with  only  272,92S,000  poui^.ds  in  I936, 
335.5^-+0,000  po-ands  in  I335,   22^-'-,  20S ,  000  po\;nds  in  I93U,  and  3Mg,  327,000  pounds 
in  1933'     5ut  the  proportion  of  raw  cotton  in  total  imports  of  cotton,  cotton 
v/aste  and  reclaimed  cotton  anountcd  to  inly  7'-''  percent  compared  with  32  percent 
in  the  Aiafnist-December  period  of  1533 • 

,    Supplies  of  cell-woDl  ale)  have  c^reatly  increased  compared  with  last 
year.     Gorman  production  in  1937  was  about  22U,  270,000  pounds  and  is  expected 
to  be  about  30;i,6UU,000  t)nc  in  10 3^. 

C z e cho  s lo V ak i a . -    Declines  in  manuf  act\irers  '  sales  pnd  in  mill  activity 
continued  in  Czechoslovakia  durin.f:  Jarjopry  and  the  first  half  of  February.  Both 
the  decline  in  textile  export  business  and  the  recession  in  the  economic 
situation  within  Gzecho  slovpkia  are  responsible  for  the  present  reduction  in 
the  volume  of  orders  on  hand.     It  is  said  tha,t  the  severe  decline  in  export 
sales  of  gloves  to  the  United  States  in  the  last  quarter  of  1937  is  viewed 
with  much  alarm.    Almost  oO  percent  of  the  production  of  cotton  ."rloves  has 
hitherto  been  dependent  on  exportation  to  the  United  States. 
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Austria.-    Declines  in  nei^r  business  and  nil!  activity  have  continued 
in'  Mstria.    Bet^veen  the  end  Df  Oct  J  oor  and  the  end  of  Januar^r  Dccupation  in 
the  cotton  industry  is  said  to  have  declined  10  percent.     The  decline  is 
attributed  in  part  to  the  erport  difficulties  heinv-  encountered. 

A  recent  denand  Iv  the  spinnin.-  industr^r  for  an  ir.port  tariff  on  cell- 
wool  yarns  seens  to  su^r^est  that  the  Austri.an  mills  are  planning  to  manu- 
facture such  yarns.     This  would  seem  quite  likely  in  view  of  Austria's 
a.Dundant  wo  o  1  r e so  ur c e  s . 

Fr^jice.-  Business  in  yarns  and  cloth  from  early  January  to  mid-Froruary 
remained  -uncertain  in  France  and  mill  activity  was 'restricted.  Political 
uncertainties  added  to  the  ca^ation  under  wnich  buyers  generally  operated, 
thouch  stable  or  even  firmer  rav;  otton  quotations  made  for  more  confidence^ 
in  present  values.    A  rather  unsatisfactory  industrial  situation  is  reported 
from  Alsace. 

Bel-i-jm.-  Short-time  worh  in  the  Bel.;iaii  cotton  mills  continued  in 
Janua..ry  and  the  first  half  of  Februarv,  ajid  business  is  .generally  reported 
to  have  rer.ained  quiet. 

Italy  -^Z-    Throughout  December  and  January  the  Italian  cotton  textile 
industrv  appears  to  have  maintained  a  comparatively  high  level  of  activity. 
Mills  reached  new  hi^^h  levels  of  occupation  during  October  and  apparently 
about  maintained  tnem  durinc  the  three  folio  win.-'  montns.     The  bulk  of  the 
activity  aJid  trade  continued  to  be  based  on  e:.qoo  rt  orders;  protraction  for  the 
■  domestic  m.arket  was  confined  within  narrow  limits  and  forced  the  use  of 
cotton  substitutes  of  varying  utility. 

Tlie  outlook  for  the  importation  of  cotton,  particularly  American, 
appeals  good  for  the  next  few  months,  if  prices  are  not  increased  materiallv. 
Tbe  cotton  industr-/  for  the  m.onth  immediately  ahead,  however,  appears  -on- 
certain  in  view  of  the  declining  exT^rt  orders  upon  which  manufacturers  are  so 
largely  dependent.     For  some  time  foreign  buyers  have  appeared  less  eager 
.  to  place  forward  orders  than  they  were  last  spring  and  early  simmer. 

ORIEHT :  ^  Situation  Unfavorable  Zxcept  in  India 

Japaji.-    Recent  reports  indicate  that  Japanese  mill  consumption  of  raw 
cotton  declined  considerably  during  Jc^nuary  and  the  first  two  weeks  of  Februar: 
Because  of  increased  production  of  cotton  and  staple-fiber  mixed  yarn,  activxt 
in  Japanese  m  ills  appa^rently  showed  comparatively  little  chancre.     It  is  re- 
ported that  the  Cotton  Industry  Control  Commattee  is  purchasing  all  cotton 
from  merchajits  a.id  allotting  supplies  of  raw  cotton  to   each  mill,  and  that 
merchants  no   longer  deal  directly  with  individual  mills. 

2/  Based  in  part  upon  information  supplied  by  the  American  Consulate, 

Milan,  Italy.  . 
37  Based  largely  upon  radiograms  from  AgrichiU-aral  Commissioner  i>.  ^.Dawson, 
Shanghai,  -onder  dates  of  Jajiuary  25,  February  7,   12,   lU  and  I5,  and  from 
reports  of  the  Hew  York  Cotton  Sxchajige  Service. 
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The  output  find  dietri"batiJr.  jf  yr-vn  to  march.r-r.tv-,  at.  well  as  the  type 
jf  riv/  material  used  f)r  yam,,  is  alro  c)ntrjlled        the  Gotten  Industry 
Control  CDrnrnittee.  .  ■i'his  c')nrnittet  announced- that  T)rD duct io.n  of  unnixod 
CJttJn  ynriis  dur-in;;  Februiirj'  nust  "be  li-r.ited  t3  205,000  "bL^-es  (of  approximately 
^00  pr^unds)  and  t?:at  pr:>ducti')n        cJttJn  stapls-f i bcr-rixture  vr.rnr  must  be 
limited  to  appro xim.ately  30,000  bal:;?,.    la  comparison  with  the  total  yarn 
output  for  January,  the  r.cheduled  production  for  February  reprer,ents  an  in- 
crease of  5  porcent.     It  is  understood  that  the  total  scheduled  production  of 
yarn  is  equivalent  to  alout  257.000  bales  of  lajnmiyed  cotton  yarn  which  is  only 
2  percent  less  th.-^n  the  estim.ated  output  of  such  yarn  during  Jaixuar;^,^,  but  7 
percent  lesr,  than  Eecenber.    The  percenta.^e  decline,  in  the  equivalent  unmixed 
cotton  yarn  production,  apprrently  rej^resents  the  approximate  decline  in 
cotton  c;ns"amption.     It  is  estimated  thot.under  the  above  reru.lations  total 
cotton  mill  consumption  in  Japan  c'urin^j  Januai'y  vaas  I7  percent  less  than  the 
averafi;e  for  th.e  first  half  of  .the  currer.t  season. 

Cotton  doth  exports  from  Japr.tn  vvere  maintained  at  r-  compr.ratively  hi';-h 
level  in  the  first  5  months  o-f  the  current  soason,     Durin^rT  recent  we e'c 3 .however 
they  have  ap'Parently  shjwn  a  substantial  decline,  and  outstanding;  orders  are 
believed  to  be  veiy  small..  ,  Fartiier^nore,  the  indications  are  that  sales  -during 
recent  T^eeks  have  been  quite  sma,ll  and  am  loss  thore  is  a  substantial  increase 
in  the  near  future,  oxp)rts  will  sl:;Ov;  a  very  decided  decline  durin;-;  the  next 
few  months,-    It  is  reported  that  the  recent  increrses  in  cotton  textile  prices 
are  cpusin-^^  great  co--^.cern  to  the  Japanese  ind.ustry,   since  this  is  considered  as 
bein;^  an  imi:.orta,nt  f  .^ct.^r  in  sales  to   such  markets  as  Malay?? ,  the  S^ist  Indies, 
and  .4iric?.       ■  •  ■ 

The  unf avorabi-e  situation  with  resmect  t")  textile  eorports,  together  '.vith 
the  increasing  production  ol  yarns  containin<~  various  laixtuxes  of  staple  fiber, 
point  towar;"  a  further  significant  decline  in  cotton  mill  consumption  in  Jap.an. 
It  has  b<,;en  su=;;gested,       v-'e^'er ,  that  about  750,000  spincVies  or  I5  percent  of 
the  .appro X in a.t^-ly  U  million  inactive  spindJes  be  put  into  operation  in  their 
present  loccation  instead  of  snipping  these  or  otlier  spindles  to  Tsingtao  ,  China 
to  repLace  those  destroyed  by  r.iiitary  .activity  (see  description  01  the  pro- 
posal in  the  follov;ing  section  pertaining  to  China).     This  number  of  s^^indles 
(750,000)  is  equal  t>  appro ^ci mat ely  (c)  percent  of  the  totr^l  active  spindles  in 
Japaru  as  of  July  3-,   ^37)1,  and  are  cap.^ble  of  consumin-T  substantial  qurJitities 
of  cotton.     Should  this  nu.'iber  of  spindles  operate  at  capacity  during  the 
remainder  of  the  season  t)  fill  jrders  v/hich  might,  v;ithout  this  arran.-ement 
ba  filled  by  mills  located  in  China,   it  v.'vald  materiallj^  ;iffect  the  qu-^ntity  of 
cotton  consumed  oy  mills  in  Jajoan,     Another  factor  which  may.  tend  to  prevent 
further  substantial  declines  in  cotton  consumption  during  the  neort  fevv'  months 
is  the  sharp,  reduction  in  North  China  tariff  rates  m  cotton  textiles  brought 
about  by  the  sj-called  provisional  governraent.     These  reductions  r-^j^ging  from 
3^  to  56  percent  should  be  of  some  benefit  to  Japanese  exports  of  cotton 
textiles  to  China. 
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According  to  press  reports,   the  es taTolishment  of  a  ITorth  China  Raw 
Cotton  Company  has  heen  proposed.     This  company  wo'cild  have  its  head  office  at 
Tientsin  with  tranches  in  Osaka,  Japan,  and  in  leading  toT/ns'  in  North  China, 
The  company  would  "be  controlled  "by  Japanese  and  sho"uld  facilitate  the  exports 
of  Chinese  cotton  to  Japan  and  should  also  te  of  some  aid  in  the  distri'bution 
of  Chinese  cotton  to  Japanese-ovmed  mills  in  China, 

China,   inclx^ding  Manchpj ia . -     It  is  estimated  that  in  the  first  part 
of  re"bruary  cotton  mill  activity  in  China  was  slightly  higher  than  a  month 
earlier  and  perhaps  the  highest  for  several  months.     In  Shanghai  cotton  mills 
apparently  continued  to  operate  at  a  little  less  than  20  percent  of  last  year' 
activity,  "but  the  opening  of  some  Ja,panese- owned  mills  in  Shanghai  was  ex- 
pected to  increase  activity  somewhat.     The  Japanese- owned  mills  are  particolar 
ly  handicapped,  however,  "by  the  la"bor  situation  and  "by  restricted  markets. 
The  Chinese  and  British-O'^ied  mills  in  Shanghai,  which  were  estimated  to  "be 
operating  a"bout  UoOjOOO  spindles  and  at  a  rate  a"bout  27  percent  as  high  as 
last  year,  are  spinning  low  count  yarns  almost  exclusively.     The  Japanese- 
owned  mills,   on  the  other  hand,  were  spinning  20' s  to  60's  coimt  yarns  which 
require  somewhat  "better  o.ualities  of  raw  cotton  than  that  "being  used  loy  the 
Chinese  and  British-owned  mills.     Should  these  Japanese-owned  mills,  which  in 
the  middle  of  !Fe"bruary  were  estimated  to  te  operating  a"bout  9  percent  as  high 
as  last  year,  continue  at  this  level  or  expand  their  operations,  a  small 
demand  for  American  cotton  or  cotton  of  somewhat  similar  q_uality  may  "be  ex- 
pected. 

In  Tientsin,  where  mill  activity  in  early  Januarj^  was  estimated  to 
have  teen  nearly  Uo  percent  as  high  as  last  year,  operation  in  early  Fe"bruary 
was  estimated  to  have  increased  to  nearly  90  percent  of  a  year  earlier.  In 
Hankow,  mill  activity  apparently  continued  about  the  same  as  a  month  earlier 
"but  somewhat  "below  lo.st  year.     In  Manchuria,  including  Kwantung  leased 
territory,  activity  was  ahout  the  same  as  a  year  ago,  whereas  in  other  parts 
of  China  not  previously  mentioned,  mills  were  estimated  to  have  "been  running 
at  a  rate  atout  one-eighth  as  high  as  in  the  early  part  of  1937*  China, 
as  a  whole,   including  Manchuria,  activity  in  early  Fe^brioary  was  estimated  at 
a"bout  one-fourth  as  high  as  a  year  earlier  and  activity  in  all  mills  outside 
of  Shanghai  at  a"bout  32  percent  of  a  year  earlier. 

It  is  reported  that  11  cotton  mills  were  destroyed  in  the  occupation 
of  Tsingtao  by  Japanese  troops,   total  damage  "being  estimated  at  200,000,000 
yen.    Press  reports  indicate  that  the  Japanese  owners  of  these  mills  have 
petitioned  the  Japanese  Government  for  their  restoration.     It  has  "been  suggest 
ed  that  new  looms  and  spindles  "be  p"archased,  or  part  of  the  U  million  idle 
spindles  in  Japan  be  sent  to  Tsingtao  to  replace  those  destroyed.  Another 
suggestion  includes  a  proposal  which  would  enable  Japanese  mills  to  operate 
about  750,000  spindles  of  the  large  number  of  inactive  spindles  in  their 
present  location  in  Japan,  instead  of  sending  these  or  new  spindles  to 
Tsingtao, 

India.-    Mill  consumption  of  raw  cotton  in  India  during  the  first  5 
months  of  the  current  season  was  substantially  (about  6  percent)  higher  than 
in  any  like  period  in  history  and  exceeded  that  of  August  through  December 
I93S-37  "by  17  percent.     In  December  and  January  Indian  mills  also  continued  at 
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or  very  near  record  Igvc.Is,     The  exj'.ancion  of  mill  cons-unption  in  India  during 
recent  years  has  oeen  to  a  considerable  extent  at  the  exrpense  of  cotton  tex~ 
tile  imports  fron  England  and  Japan,     The  current  high  level  of  consu-^.ption 
at  a  tine  ■;7hen  cotton  mill  activity  in  nost  other  cciontrios  has  "been  declining 
perhaps  may  "be  attritutf^d  largely  to  the  Jai->anese  sitiaation. 

SUPPLY 

19'^7'-3S  vforld  ^ro ductj^n  ajid_  supply,  sl.ii;jatly  reduced 

Recent  re^jorts  fron  Brazil  and  India  liave  resulted  in  a  reducticn  of 
3^0,000  equivalent  bales  of  kjS  i^ounds  in  the  estinato  of  the  1937-3S  foreign 
and  -/orld  production  of  counercial  cotton,  according  to  rejjorts  of  the  Nott 
York  Cotton  Exchange  Service,     This  revision  in  the  estimate  of  production  in 
foreign  countries  resulted  fron  a  reduction  in  the  estimated  production  of 
commercial  cotton  in  India  from  ^,^(^0,(^)00  bales  to  ^,])Go^OOO  bales  ond  a  re- 
duction in  the  estimate  of  the  Brazilian  comnercia-l  crop  from.  2,100,000  to 
1,9^0,000  bales.     Those  changes  reduced  the  estimated  total  foreign  -production 
for  the  current  season  to  18,710,000  bales,  and  the  T7orld  commercial  crop  to 
37)010,000  bales.     The  revision  in  tlie  estimate  of  foreign  production  reduces 
the  -.Yorld  supply  of  fcrci.Ti  cotton  from  26,12S,000  bales  to' 25,788,000  bales 
and  the  vrorld' supply  of  all  cotton  from  50,663,000  to  50,323,000  bales.  These 
revisions  reduce  the  estimates  of  total  trorld    production  nine-tenths  of  1 
percent  and  the  ^rorld  supToly  of  all  cotton  about  seven-tenths  of  1  percent, 

19^8  domestic  acreage,  ^nj^j-jn^rii  tentatively  gvt.  26.Uno^O()0  'cpj^j^ 

Under  the  provisions  of  the  Agricult-'oral  Adjustment  Act  of  193^ 
Secretary'-  of  Afgriculture  is  directed  to  determine  a  national  cotton  acreage 
allotment  vrhich  is  to  bo  divided  among  the  cotton-gro7/ing  States  on  the  basis 
of  the  production  in  each  State  dvjring  the  preceding  5  years,  taking  into 
account  the  acres  diverted  from  cotton.     This  allotment  in  terms  of  a.cres  for 
1932  has  been  tentatively  estimated  at  26,U00,OnvO  acres.    With  average  yields 
for  the  past  5  years,  the  national  production  allotment  vrould  be  about 
10, 7 5^ » 000  bales  of  ^00  po'onds  gross  veight, 

ShcuLd  the  a.ctual  production  be  oo^uivalent  to  the  national  allotm.ent, 
the  1938  domestic  crop^  would  be  approximately  8  million  bales  less  than  the 
estimate  of  the  1937  production.     On  the  basis  of  present  prospects  with 
respect  to  vrorld  consumption  of  American  cotton  in  the  1937-3^  season,  such 
a  domestic  crop,  hon-ever,  -Jould  probably  result  in  a  decline  of  2  million  bales 
and  less  than  8  percent  in  the  world  su^^ply  of  American  cotton  in  193^39  as 
compared  with  the  supply  for  the  current  season, 

El©  U.S.  S.H.  :     iq^S  acrea.:^e  goal  sli.Tht.ly  jeas  t^i?n  th^l  of  19^7 

This  yea,r' s  plan  provides  for  5»108,000  acres  to  be  sown  to  cotton  which 
is  slightly  less  than  provided  last  year  (5,l6U,000  acres).     The  actual  acreage 
sown  in  1937  is  not  defini'oely  Renown,  but  perhaps  did  not  differ  greatly  from 
that  provided  for  by  the  1937  plan.    Practically  all  of  the  cotton  acreage  falls- 
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to  the  share  of  collectives,  the  193^  j-lan  providing  for  a  total  of  U,S93»0^0 
acres  to  "be  sown  "by  then  this  spring,  and  190,000  acres  to  "be  sot.ti  "by  the 
Soviet  Farms,  leaving  the  "balance  of  2U,7O0  acres  to  the  share  of  individual 
peasants. 

Increased  attention  is  at  present  "being  paid  to  the  criltivation  of 
alfalfa  in  the  cotton  regions.     In  vier;  of  the  planned  expansion  "onder  alfalfa 
it  is  reported  that  neT7  areas  Trill  have  to  "be  "brought  into  crop  rotation  if 
the  a"bove-nentioned  planned  figure  of  5slOS,000  acres  for  cotton  is  to  "be 
executed,     Uo  fiorther  increase  in  the  cotton  yield  per  acre  is  aioparently 
envisaged  for  193^  oy  the  plan. 

An  early  Janixary  rej^ort  from  Us'bekistan,  the  chief  cotton  producing  o,rea 
of  Middle  Asia,  indicated  preparations  for  the  approaching  spring  campaign 
(■rrhich  sets  in  very  early  there)  to  ho  very  deficient.    By  the  "beginning  of 
January  only  1S,3  percent  of  all  tractors  in  need  of  overhauling  had  "been  re- 
paired, T^here'by  a"bout  one-fourth  of  the  total  murroer  of  Machine  Tractor 
Stations  of  the  Ilepu"blic  had  not  yet  started  rop'airs  at  all.     Winter  work 
necessary  to  ensiire  high  jT'ields  has  not  "been  carried  out  to  the  extent  pro- 
vided for  "by  the  plan,     Farthernore ,  shipment  of  artificial  fertilizers  has 
not  "been  adeq'cate. 

Up  to  January  ,25,  procurings  from,  the  1937-3^  crop  were  reported  as 
11,U2U  "boJes  of  unginned  cotton  equivalent  to  3j5^1  hales  of  UyS  pounds  of 
lint,  assuming  lint  rej^resented  an  avera-ge  of  31r^^cent,     The  reported  pro- 
curings  to  January  25  this  year  represented  an  increase  of  h  percent  or  about 
120  "bales  of  lint  over  those  of  a  year  earlier. 
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Cotton,  specified  ,?-ro\;ths,  price  per  pound  st  I,i7erpool,  specified  periods 
AiP-G  r  3.  c  an  :  1  nd  i  an 


5-yr.  av, 

1928  -  29  tn 
1933-33  . . 


1934-  30 

1935-  36 

1936-  37 

1937-  38 
Aug.  . 
Sept. 
Oct.  . 
Nov,  . 
Dec.  . 
Jail.  . 
Fob.  4 

U 
18 


Year 

:  iVjia- 

t  Lev/ 

and 

: dli 

•  H  '  n  rl 

month. 

:  7/8 

:  dlinc^ 

inch 

:7/8 

'.     -  - , . 

:  inch 

,                  , ,  . , 

5-yr.  av. 

,  Cents 

Cents 

l?28-29  to 

1933-33  . . 

13.49 

12. 63 

1934-O0  .  . 

1  A  O/l 

1  ^  AO 

1930-00     . . 

XO  •  O'J 

±ci  t  Oo 

1936-3  /    .  . 

X  O  .  X  O 

193  f-OO 

Aug .  .... 

10  .  D  / 

Sept.  . . . 

11  Off. 

o  1 

y .  .jx 

Oct  

(\  CiCi 

y .  yy 

o  .  44 

Nov  

9.56 

7.99 

Dec  

9.95 

8.. -59 

Jan  

in.  29 

8.71 

Feb.  4  .. 

in.  30 

3.73 

11  .. 

in .  50 

8.93 

18  .. 

10.81 

9,24 

iUTiGri- : 
can 

&  1,077 

rid. 


0  onira 


: Percent-: 
rror:ch:Actual:a:/e  of     :  Sind 
:Ai;ierican : 
:  Ivli  d.  : 


13.86 
13.04 
13.89 

11.44 
10.28 

9.22 

8,78 

0.17 

9.50 

9.52 

9.72 
10^02_ 
Egyptian 


11.52 
11.23 
11.75 


10. 
9. 
7. 
7. 


o . 
8. 
8. 
8. 
8. 


38 
22 
99 
31 
06 
33 
46 
68 
34 


10 . 78 
10.78 
10.87 

9.51 
3.46 
7,74 
7,68 
7.93 
3.06 
3.06 
8 . 29 
8.44 


76.4 

75.8 
79.9 
74,4 

77.9 
76.5 
77.5 
80.3 
79.7 
73.3 
73.3 
79.0 
78.1 


C_ent_s_ 
8.93 

7.75 
9.05 
10 . 60 

9  .  40 
8.54 
7.78 
7.70 
8.08 
8.06 
8,04 
8.20 
8.27 


Average  of  Broach, 

Qoinra  and  Sind  

: Percent age  of 
A  c  tu  al :  Amer  •  K  i  d .  & 

 :  Low_  Mi_d_.  

For  cent 


C_ent,s 
10.04 

10.02 
10.36 
11.07 

9.79 
8.74 
7.84 
7.73 
8.02 
8.15 
8.19 
3.39 
8.52 


Sal:ellaridi3  _F_._GF. 

:Pcrcento.ge 
Actual : of  A:;ier  • 
 :     Mia  .  

Cents  Percent 


Uppcrs_  _  _F ,G .p. 

:Percentap-c 
Actual :  of  Aner, 

•   

Percent 


Brazilian 


21 ,43 

1'?.49 
18.99 
22.19 

19.14 
18.12 
17.12 
17.17 
16.36 
17,52 
17.38 
17.30 
17.87 


153.9 

i£r,  .8 

14D.6 
151.8 

150.3 
1G5.3 
171.4 
179.6 
160.4 
170.3 
168.7 
1G4.3 
165.3 


Cents 

15.86 

15.49 
15.49 
17.40 

17.35 
14.80 
13.03 
12.57 
12.70 
13.04 
12.93 
12.97 
13.47 


  S_ao_  jPaulo  

'.Percentage 
Actual:  of  A:iier. 
 ;  Mid. 

Percent 


76.9 

72.3 
79.5 
79.8 

35.7 
85.1 
85.2 
87.9 
87.3 
R5.7 
86.0 
86.3 

 85.0 

Peruvi  an 


TanguiJ 


: Per cent age 
Actual:  of  Ajner, 
r.id. 


117.6 

108. 3 
114.8 
119.0 


133,3 
130  .4 
131.6 
127.6 
126.7 
125.5 

124.6 


Cjcnts 

13.08 

13.86 
13.45 
14.12 

11.79 
10.86 
9.85 
9.56 
9.95 
10.29 
10 . 30 
10.50 
10,81 


9  7.0 

97.4 
99.8 
9G.6 

96.6 
93.1 
93.6 
100  .0 
100.0 
100.0 
100  .0 
100.0 
100  ,0 


Cents 

16.01 

16.16 
15.74 
18.23 

15.74 
14.57 
13.94 
13.93 
14.20 
14.46 


Percent 

118.7 

113.4 
116.6 
124. 6 

128.9 
131.7 
139.5 
145.3 
142.7 
140.5 


Computed  from  reports  of  the  Liverpool  Cotton  Association.    Seasonal  averages  (season 
beginning  Aug.  1)  based  on  nontlily  averages  which  are  averages  of  Friday's  prices. 
When  Friday  was  a  holiday  the  prices  for  the  preceding  business  dsiy  v/ere  used. 
Prices  were  converted  from  ponce  to  cents  at  current  monthly  rates  of  exchange  as 
reported  by  the  Federal  Reserve  Board. 

(This  table  brings  to  date  the  table  on  page    17  of  the  1938  Cotton  Outlook 
Chart  Book) . 


